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statement, and declares your offering
circular effective.

(b) The offer may commence at the
same time you start the proxy solicita-
tion of your members.

§563b.330 How do I price my conver-
sion shares?

(@) You must sell your conversion
shares at a uniform price per share and
at a total price that is equal to the es-
timated pro forma market value of
your shares after you convert.

(b) The maximum price must be no
more than 15 percent above the mid-
point of the estimated price range in
your offering circular.

(¢) The minimum price must be no
more than 15 percent below the mid-
point of the estimated price range in
your offering circular.

(d) If OTS permits, you may increase
the maximum price of conversion
shares sold. The maximum price, as ad-
justed, must be no more than 15 per-
cent above the maximum price com-
puted under paragraph (b) of this sec-
tion.

(e) The maximum price must be be-
tween $5 and $50 per share.

(f) You must include the estimated
price in any preliminary offering cir-
cular.

§563b.335
shares?

(@) You must distribute order forms
to all eligible account holders, supple-
mental eligible account holders, and
other voting members to enable them
to subscribe for the conversion shares
they are permitted under the plan of
conversion. You may either send the
order forms with your offering circular
or after you distribute your offering
circular.

(b) You may sell your conversion
shares in a community offering, a pub-
lic offering, or both. You may begin the
community offering, the public offer-
ing, or both at any time during the
subscription offering or upon conclu-
sion of the subscription offering.

(c) You may pay underwriting com-
missions (including underwriting dis-
counts). OTS may object to the pay-
ment of unreasonable commissions.
You may reimburse an underwriter for
accountable expenses in a subscription

How do I sell my conversion

§563b.340

offering if the public offering is lim-
ited. If no public offering occurs, you
may pay an underwriter a consulting
fee. OTS may object to the payment of
unreasonable consulting fees.

(d) If you conduct the community of-
fering, the public offering, or both at
the same time as the subscription of-
fering, you must fill all subscription
orders first.

(e) You must prepare your order form
in compliance with this part and Form
OF. You may obtain Form OF from
OTS Washington and Regional Offices
(see §516.40 of this chapter) and OTS’s
website (http://www.ots.treas.gov).

§563b.340 What
prohibited?

(a) In connection with offers, sales,
or purchases of conversion shares
under this part, you and your directors,
officers, agents, or employees may not:

(1) Employ any device, scheme, or ar-
tifice to defraud;

(2) Obtain money or property by
means of any untrue statement of a
material fact or any omission of a ma-
terial fact necessary to make the state-
ments, in light of the circumstances
under which they were made, not mis-
leading; or

(3) Engage in any act, transaction,
practice, or course of business that op-
erates or would operate as a fraud or
deceit upon a purchaser or seller.

(b) During your conversion, no person
may:

(1) Transfer, or enter into any agree-
ment or understanding to transfer, the
legal or beneficial ownership of sub-
scription rights for your conversion
shares or the underlying securities to
the account of another;

(2) Make any offer, or any announce-
ment of an offer, to purchase any of
your conversion shares from anyone
but you; or

(3) Knowingly acquire more than the
maximum purchase allowable under
your plan of conversion.

(c) The restrictions in paragraphs
(b)(1) and (b)(2) of this section do not
apply to offers for more than 10 percent
of any class of conversion shares by:

(1) An underwriter or a selling group,
acting on your behalf, that makes the
offer with a view toward public resale;
or
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§563b.345

(2) One or more of your tax-qualified
employee stock ownership plans so
long as the plan or plans do not bene-
ficially own more than 25 percent of
any class of your equity securities in
the aggregate.

(d) If any person is found to have vio-
lated the restrictions in paragraphs
(b)(1) and (b)(2) of this section, they
may face prosecution or other legal ac-
tion.

§563b.345 How may a subscriber pay
for my conversion shares?

(a) A subscriber may purchase con-
version shares with cash, by a with-
drawal from a savings account, or a
withdrawal from a certificate of de-
posit. If a subscriber purchases shares
by a withdrawal from a certificate of
deposit, you may not assess a penalty
for the withdrawal.

(b) You may not extend credit to any
person to purchase your conversion
shares.

§563b.350 Must I pay interest on pay-
ments for conversion shares?

(&) You must pay interest from the
date you receive a payment for conver-
sion shares until the date you complete
or terminate the conversion. You must
pay interest at no less than your pass-
book rate for amounts paid in cash,
check, or money order.

(b) If a subscriber withdraws money
from a savings account to purchase
conversion shares, you must pay inter-
est on the payment until you complete
or terminate the conversion as if the
withdrawn amount remained in the ac-
count.

(c) If a depositor fails to maintain
the applicable minimum balance re-
quirement because he or she withdraws
money from a certificate of deposit to
purchase conversion shares, you may
cancel the certificate and pay interest
at no less than your passbook rate on
any remaining balance.

§563b.355 What subscription rights
must I give to each eligible account
holder and each supplemental eligi-
ble account holder?

(a) You must give each eligible ac-
count holder subscription rights to
purchase conversion shares 1in an
amount equal to the greater of:
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(1) The maximum purchase limita-
tion established for the community of-
fering or the public offering under
§563b.395;

(2) One-tenth of one percent of the
total stock offering; or

(3) Fifteen times the following num-
ber: The total number of conversion
shares that you will issue, multiplied
by the following fraction. The numer-
ator is the total qualifying deposit of
the eligible account holder. The de-
nominator is the total qualifying de-
posits of all eligible account holders.
You must round down the product of
this multiplied fraction to the next
whole number.

(b) You must give subscription rights
to purchase shares to each supple-
mental eligible account holder in the
same amount as described in paragraph
(a) of this section, except that you
must compute the fraction described in
paragraph (a)(3) of this section as fol-
lows: The numerator is the total quali-
fying deposit of the supplemental eligi-
ble account holder. The denominator is
the total qualifying deposits of all sup-
plemental eligible account holders.

§563b.360 Are my officers, directors,
and their associates eligible ac-
count holders?

Your officers, directors, and their as-
sociates may be eligible account hold-
ers. However, if an officer, director, or
his or her associate receives subscrip-
tion rights based on increased deposits
in the year before the eligibility record
date, you must subordinate subscrip-
tion rights for these deposits to sub-
scription rights exercised by other eli-
gible account holders.

§563b.365 May other voting members
purchase conversion shares in the
conversion?

(a) You must give rights to purchase
your conversion shares in the conver-
sion to voting members who are nei-
ther eligible account holders nor sup-
plemental eligible account holders.
You must allocate rights to each vot-
ing member that are equal to the
greater of:

(1) The maximum purchase limita-
tion established for the community of-
fering and the public offering under
§563b.395; or
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